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Ten-Year Development Plan of Ceylon 


A ten-year plan of development, with a total invest- 
ment cost of Rs 13,601 million (US$2,856 million), 
has been submitted by the National Planning Council 
of Ceylon for the consideration of the Government. Of 
the total, government investment is placed at Rs 8,337 
million, or 61 per cent; private investment will amount 
to Rs 4,409 million, or 32 per cent; the remaining 
Rs 855 million is to be contributed by the public under 
a “self-help” program. It is estimated that 73 per cent 
of the total government investment over the ten-year 
period as a whole will be met from resources at existing 
tax rates and 17 per cent from loans and grants; addi- 
tional resources will have to be raised for meeting the 
residual 10 per cent. The “self-help” program will 
emphasize popular participation in such fields as rural 
housing, road building, village irrigation works, school 
dispensaries, etc. Besides government and private sav- 
ings, provision is made for foreign assistance and for- 
eign borrowing at the rate of Rs 150 million per annum. 

About 22 per cent of the total investment expenditure 
Expanded 
production of rice and virtual transformation of the 
fishing industry account for a large part of this outlay; 


is allocated for agricultural development. 


provision is also made for major increases in other 
foodstuffs, particularly sugar, milk, meat products, eggs, 
tobacco, chillies, and potatoes. About 17 per cent of 
the total investment outlay is for large and medium- 
sized industries, and another 3 per cent for cottage 
industries. More than 9 per cent of the total invest- 
ment outlay is allocated for the export sector, with a 
view to replanting 12 per cent of the tea acreage, 58 
per cent of the rubber acreage, and 33 per cent of the 
coconut acreage by 1968; export earnings in 1968 are 
expected to rise by 35 per cent. Other projects under 


the program include the building of 952,000 houses to 
accommodate the increase in population and to eliminate 
the existing housing backlog, the building of schools, 
and a health program. 

National income is expected to rise from Rs 4,742 
million at the start of the plan to Rs 8,905 million 
in 1968. When allowance is made for the population 
increase during the period, estimated at 3,693,000, 
per capita income by 1968 is expected to rise by 36 per 
cent and per capita consumption by 19 per cent. The 
plan provides for the creation of 1.4 million new jobs 
by 1968, of which 237,000 will be in the newly estab- 
lished industries. Gross investment will rise from 12.9 
per cent of national product at the start of the plan to 
21.1 per cent by 1968. 

The plan considers the choice between a sales tax and 
an income tax as a means of additional taxation to 
provide increased resources for government investment. 
It points out that government current expenditures have 
grown faster than current revenues, mainly because of 
increases in the services provided by the Health and 
Education Department, and it urges that consideration 
be given to curbing the increased rate of spending in 
this respect. The plan also recommends restraint in 
the expenditure on wages and salaries in the government 
sector, food subsidies, and subsidies to government- 
owned enterprises. In the field of foreign investment, 
the plan calls for political guarantees; that is, that there 
will not be unwarranted nationalization of private for- 
eign enterprises. 

Sources: Ceylon News, Colombo, Ceylon, June 4 and 
11, 1959; The Times of India, Bombay, India, 
June 6, 1959; The Financial Times, London, 
England, June 9, 1959. 





Increases in Fund Quotas 

As of June 19, letters of consent to increases in 
quotas of members of the International Monetary Fund 
had been received from Australia, Austria, Ecuador, 
Ghana, Guatemala, Honduras, Iceland, Ireland, the 
United Kingdom, and the United States; the quotas of 
these members as of January 31, 1959 represented 
47.34 per cent of the total quotas in the Fund. Under 


the Resolution on the Enlargement of Fund Resources 
Through Increases in Quotas, adopted by the Board of 
Governors on February 2, 1959, it is provided that, for 
the increases to become effective, members having 75 
per cent of total quotas on January 31, 1959 shall sub- 
mit letters of consent not later than September 15, 1959. 

Payments of their increases in quota have already 
been made by Ecuador, Guatemala, Iceland, Ireland, 
the United Kingdom, and the United States. 
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U.S. Development Loan Fund Agreements 


It was announced on June 4 that two loan agree- 
ments had been signed under which the U.S. Develop- 
ment Loan Fund will lend a total of $22.6 million to 
agencies of the Spanish Government. Authorization of 
these loans had been announced on December 31, 1958 
(see this News Survey, Vol. XI, p. 239). 

The signing of an agreement to lend $1.2 million to 
the Transjordan Electric Power Company was an- 
nounced on June 5, and an agreement to lend $5 mil- 
lion to Yugoslavia was signed on June 12. Both these 
loans had been authorized early this year (see this News 
Survey, Vol. XI, p. 258). 

Sources: Department of State, Press Releases, Wash- 
ington, D.C., June 4, 5, and 12, 1959. 


Tourist Expenditures in 1958 


U.S. travel expenditures abroad in 1958 amounted 
to $2.1 billion, a 10 per cent increase over 1957; from 
1956 to 1957, such expenditures had increased by 7.5 
per cent. The rise in 1958 was mainly for travel to 
Europe and the Far East. European countries received 
38 per cent of all U.S. travel expenditures. Owing to 
a large increase in the number of travelers, expenditures 
in Europe and the Mediterranean area rose by 16 per 
cent, to $560 million. Expenditures in Canada fell by 
5 per cent, to $32.3 million, probably reflecting the 
effect of the recession on residents of cities close to the 
Canadian border. Expenditures in Mexico, on the other 
hand, rose to a new peak of $320 million. Expenditures 
in the Caribbean area and South America were the same 
as in 1957. A further increase in U.S. travel expendi- 
tures is expected in 1959. Rising personal incomes in 
the United States will facilitate consumer spending for 
this purpose, and increasing use of jet airplanes, with 
larger capacity and faster travel time, should expand 
facilities during the height of the travel season. 

Expenditures in the United States by tourists from 
abroad amounted to $825 million in 1958, an increase 
of 5 per cent over 1957. In addition, payment of $90 
million in fares was made to U.S. ships and planes for 
transportation into and out of the country. Expendi- 
tures by Canadian tourists accounted, as usual, for more 
than half of the total; such expenditures were $425 
million. Tourists from Mexico accounted for $144 mil- 
lion, an increase of 7 per cent over 1957; from the West 
Indies, Central America, and South America, for $125 
million; from Europe, for $86 million, slightly less than 
in 1957; and from the Far East, for $45 million, an 
increase of 20 per cent. 

Sources: Department of Commerce, Press Release, 
June 15, 1959, and The Washington Post and 
Times-Herald, June 22, 1959, Washington, 
D.C. 
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Trade Policy Negotiations in Europe 


Experts of the Governments of Austria, Denmark, 
Norway, Portugal, Sweden, Switzerland, and the United 
Kingdom have met in Stockholm and drafted a plan for 
a trade association of these countries (the “outer seven” 
nations) outside the European Common Market, with 
the ultimate aim of promoting negotiations for wider 
European settlements within the framework of the 
Organization for European Economic Cooperation. 
The plan has been submitted to the Governments con- 
cerned, and there will be a meeting on the ministerial 
level in Stockholm about the middle of July to decide 
on action. Details of the plan are still confidential, but 
information is available concerning its broad outlines. 
As a first step it is suggested that industrial tariffs be 
reduced by 20 per cent on July 1, 1960, to catch up 
on the lead of the six nations in the Common Market; 
subsequently, these tariffs would be further reduced, 
and over a ten-year period they would be abolished. 

Also suggested are the abolition of quantitative 
restrictions and the establishment of rules to ensure fair 
competition and to identify the origin of goods. In 
regard to agricultural products, bilateral talks would 
take place between the interested countries. Fish and 
fish products would be treated separately from agricul- 
ture, and proposals have been made for a special 
agreement. 

Source: The Financial 
June 15, 1959. 


Times, London, England, 


Anglo-German Financial Discussions 


Further steps to be taken for making both sterling 
and deutsche mark held by residents of the United 
Kingdom and Germany more fully convertible were 
among the subjects discussed when the U.K. Chancellor 
of the Exchequer and the German Finance Minister met 
in London recently. The German Finance Minister said 
that the Anglo-German Economic Committee will take 
up this subject at its meeting on June 30 in London, and 
that these talks will be the basis for further discussions 
at the Annual Meeting of the International Monetary 
Fund in September in Washington. Thus, it was hinted 
for the first time that the question of resident converti- 
bility in general is a topic of official discussion. The 
Federal Republic has already virtually established full 
external and resident convertibility, and the two Min- 
isters have agreed to cooperate closely in connection 
with the next steps toward full convertibility. 

According to reports, the opinion in London is that 
the two Ministers would welcome an approach by the 
OEEC countries toward the establishment of resident 
convertibility as harmonious as the approach in Decem- 
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ber 1958 toward establishing external convertibility, 
even though it is realized that conditions differ from 
country to country. Since resident convertibility is 
expected to be discussed at the Fund’s Annual Meeting, 
it is thought not unlikely that the next step toward 
greater monetary freedom may take place this year. 
The recent liberalization of dollar imports by the United 
Kingdom is considered to be an important step toward 
this objective in the case of sterling. British officials 
now admit the possibility of an early new step, even 
though they decline to be specific about the timing. At 
the same time, they emphasize that resident converti- 
bility would mean only convertibility on current account, 
while capital transactions would remain under control. 
The German Finance Minister also mentioned the 
desirability of setting up a joint institution to ensure the 
wisest use of the funds available for investment. The 
German Government has recently set up a fund of 
DM 2,000 million which could be used to provide guar- 
antees for German long-term investments in foreign 
countries. 
Sources: The Times, London, England, June 19, 1959; 
Frankfurter Allgemeine Zeitung, Frankfurt 
am Main, Germany, June 20, 1959. 


U.K. Foreign Trade 


Exports of the United Kingdom rose in May to a 
record figure of £299.2 million; imports fell from the 
April figure of £345.8 million to £310.9 million; and 
re-exports fell from £11.3 million to £10.2 million. 
Thus the excess of imports over exports dropped to a 
new low of £1.5 million; the trade deficit in April was 
£38.9 million, and the 1958 monthly average was £36.5 
million. 

The rise in exports in May followed a sizable increase 
during April. That month’s increase was based partly 
on rising sales, especially of motorcars, to North Amer- 
ica. In May, on the other hand, exports to North 
America fell £2.5 million below the record figure of the 
previous month. The fall in imports during May is 
unusual for that month and may reflect the running 
down of stocks of business firms. Imports are expected 
to rise again in the coming months. 

Sir David Eccles, President of the Board of Trade, 
commenting on the figures, said, “The trade results are 
good news. The visible deficit was at a record low 
level. I do not think it will stay so low, as with expand- 
ing trade we shall import more. On the other side of 
the account, the export figures make an excellent show. 
The rise in April was continued in May, and with the 
world pulling out of the trade recession our exports are 
already expanding in a satisfactory way. This is due 
to the vigorous search for markets abroad which our 


businessmen made when home trade was not so good. 
Now they will be able to sell more at home and abroad.” 


Source: The Times, London, England, June 15, 1959. 


U.K. Retail Price Index 

The official index of retail prices in the United King- 
dom fell in May for the first time since last November, 
mainly because of seasonal reductions in prices of house- 
hold coal and milk. On May 12 the index was 109 
(January 17, 1956=100), compared with 110 on 
April 14. 


Source: The Times, London, England, June 19, 1959. 


Retail Trade in United Kingdom 

The detailed estimates of retail trade in the United 
Kingdom in April, which have been released by the 
Board of Trade, amply confirm the provisional trends 
indicated earlier. The budget had a marked and im- 
mediate effect on sales of durable goods. In the Board 
of Trade’s words, “retail sales recovered strongly in 
April.” When the turnover is compared with that a 
year earlier, it must be remembered that sales in 
April 1958 were somewhat low; but even taking this 
point into account does little to affect the conclusion 
that there was a marked upturn in sales after the budget 
was announced. The reduction in the purchase tax on 
a whole range of consumer goods was the main stim- 
ulus, but the end of the uncertainty about future 
purchase tax rates was alse a factor since this had 
tended to depress sales. 

The total value of retail sales in April is estimated 
to have been 6 per cent higher than a year earlier, com- 
pared with increases of 2 per cent in March, 3 per cent 
in February, and an average of some 5 per cent in the 
four months October-January. “The significance of the 
results,” the Board of Trade states, “is heightened by 
the fact that prices were probably slightly lower than 
a year earlier, which suggests that the whole of the 
increase in sales was attributable to a greater volume 
of trade.” By contrast, no less than two thirds of the 
increase in both February and March was accounted 
for by higher prices. 

Sales by durable goods shops alone in April were 
running some 27 per cent higher than a year earlier, 
compared with 7 per cent in March, 13 per cent in 
February, and 16-17 per cent in the four months 


October-January, when sales were being stimulated by 
the end of the restrictions on hire purchases. 


Since 
the prices of durable goods were some 3-4 per cent 
lower than in the same period of 1958, the real expan- 
sion in volume in April must have been nearer 30 
per cent. 





400 


Provisional figures for May show that the total value 
of sales that month was 5-6 per cent above sales in 
May 1958—an increase similar to that in April. 


Sources: The Times, June 9, 1959, and The Financial 
Times, June 16, 1959, London, England. 


irish Currency Backing 


Under an Order by the Irish Minister for Finance, 
Irish Government securities may be added, for the first 
time, to the approved form of assets held in the Legal 
Tender Note Fund, which backs the total issue of the 
Irish pound. The official announcement stated that the 
immediate effect of the Minister's Order was to enable 
the gold subscription in respect of Ireland’s additional 
quota to the International Monetary Fund to be met by 
an advance from the Legal Tender Note Fund. At 
present, this Fund consists of about £60 million in 
British securities, £11 million in U.S. dollars, and about 
£2 million in gold. 

The Bretton Woods Agreement Act, passed by the 
Irish Parliament in 1957, empowered the Central Bank 
to advance to the Minister of Finance any sum required 
to make statutory payments to the International Mone- 
tary Fund. 

Source: The Irish Times, Dublin, Ireland, May 27, 
1959. 


Denmark-U.5.5.R. Trade and Payments Agreement 


A new trade and payments agreement covering the 
two-year period beginning June 1, 1959 was concluded 
between Denmark and the U.S.S.R. on May 30. Trade 
is scheduled to amount to DKr 415 million (US$60 
million) in each direction during the period; the pre- 
vious two-year agreement, which expired in 1958, had 
provided for exports and imports of DKr 270 million 
(US$39 million). Danish exports will include four 
11,500-ton freighters, four refrigeration ships of 
1,500 tons each, machinery for the chemical and 
food-processing industries, other machinery and equip- 
ment, and agricultural products. Industrial exports will 
total DKr 50 million, compared with DKr 15 million 
under the previous agreement, whereas quotas for agri- 
cultural products and salted herring have been reduced 
as a consequence of the growing output in the U.S.S.R. 
Danish imports from the U.S.S.R. will include oil, 
deliveries of which will increase by 360,000 tons (to 
500,000 tons), coal and coke (350,000 tons, compared 
with 120,000 tons), automobiles, and grain and fodder. 

Under the new agreement, payments between the two 
countries have been placed on a convertible basis; pre- 
viously there had been a bilateral clearing agreement. 


Source: Bgrsen, Copenhagen, Denmark, May 31, 1959. 
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Norwegian Industrial Production 


The Central Bureau of Statistics reports that indus- 
trial production in Norway during the first four months 
of this year was 2.3 per cent greater than in the same 
four months of 1958. In the industries producing mainly 
for export, the increase was 7.2 per cent; but in the 
industries producing mainly for the domestic market, 
there was a rise of only 0.8 per cent. 

For March and April taken together, production this 
year exceeded that in 1958 by nearly 3 per cent. The 
increase was 7.6 per cent in the export industries and 
0.9 per cent in the industries producing for the domes- 
tic market. The most substantial increases were 
recorded in the textile industry and the base metal 
industry. 

Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, June 18, 1959. 


Economic Developments in Sweden 

The rising economic activity abroad has led to 
improved markets for Swedish exports, observes the 
monthly economic survey of Géteborgs Bank. The 
increase in the demand for products of the woodwork- 
ing industries has had a stabilizing effect on prices and 
has brought sales to a relatively satisfactory level. 
Within the engineering industry, an increase in both 
domestic and export orders has been registered. In the 
shipyards, activity is, in general, high; however, the 
lack of new orders constitutes a source of concern. 
Improvement continues in the iron and steel industry, 
and the reluctant attitude of buyers of iron ore now 
seems to be giving way. Improvement has also been 
reported for several consumer goods industries, such 
as clothes, shoes, and leather manufacturing. 

Unemployment fell in May to 34,000, which is only 
1.9 per cent of the insured labor force; and in certain 
fields of production a shortage of skilled labor is now 
noticeable. 
Source: Svenska Dagbladet, Stockholm, 
June 14, 1959. 


German Foreign Trade in May 


The value of German imports in May amounted to 
DM 2,861 million, about 19.5 per cent more than in 
the corresponding month of 1958, and exports were 
DM 3,385 million, exceeding the May 1958 figure by 
12.3 per cent. Thus, the foreign trade surplus fell to 
DM 524 million this year, from DM 619 million in 
May 1958. 

In the first five months of 1959, the value of imports 
rose to DM 13.4 billion, an increase of 6.7 per cent 
over the corresponding period of 1958, and exports rose 
by 6.5 per cent, to DM 15.6 billion. The trade surplus 


Sweden, 





INTERNATIONAL FINANCIAL NEWS SuRVEY, June 26, 1959 


in the period was DM 2.2 billion, against DM 2.1 bil- 
lion in the corresponding period last year. Since the 
unit value of imports declined by 6 per cent and the 
unit value of exports by 3 per cent, the volume of 
imports and exports has increased even more than 
indicated by value figures. 


Source: Deutsche Bundesbank, Ausziige aus Pressear- 
tikeln, Frankfurt am Main, Germany, June 19, 
1959. 


Foreign Investment Opportunities in Austria 

In a recent address before the U.S.-Austrian Cham- 
ber of Commerce in New York, the Austrian Ambas- 
sador to the United States, Dr. Wilfried Platzer, stated 
that the import of foreign capital into Austria might 
take the usual form of direct investment, of the setting 
up of a foreign subsidiary, or of partnerships between 
a foreign company and an Austrian company. The 
substantial participation of foreign subscribers in the 
Austrian Government’s schilling bond issue of last 
April (see this News Survey, Vol. XI, p. 305) is, how- 
ever, an illustration of another type of financial rela- 
tionship. Purchases of Austrian fixed-interest-bearing 
securities and the participation in the equity of Austrian 
companies by foreign investors increased in recent 
months; and, as part of the adjustment following the 
establishment of nonresident convertibility of the schill- 
ing, the Austrian National Bank has amended its regu- 
lations to make it possible for a foreign investor to 
transfer in any convertible currency or any externally 
convertible European currency the capital originally 
invested in Austria through the sale of such currencies, 
as well as any appreciation of this capital. 

According to press reports, international investors are 
tending more to include Austrian bonds and shares in 
their portfolios. Among European investment funds 
that include such shares is the Swiss EURIT investment 
trust. Stocks of 12 Austrian companies are part of this 
mutual fund’s holdings; among these companies are 
Steyr-Daimler-Puch (automotive manufacturer), Sem- 
perit (rubber goods), Heid (specialty machinery), and 
Perlmooser (cement). In addition, the recently estab- 
lished Austro-Investment-Fund set up by the Credit- 
Institut of Vienna and the Bank of Liechtenstein, Vaduz, 
has been introduced on the Frankfurt Stock Exchange. 
The portfolio of this fund consists of Austrian fixed- 
interest bonds and equity shares; the fund is offering a 
yield of over 5 per cent, mainly because of the inclusion 
of high-yielding Austrian Government bonds. The 
Europa-Chemie Fund, also initiated recently, carries at 
least 5 per cent of its portfolio in Austrian securities. 


Source: Austria: Commerce, Finance, Economy, New 
York, N.Y., May 31, 1959. 


Middle East 


Oil Production in the Middle East 


Production of crude oil in the Middle East in 1958 
exceeded that in 1957 by 20.9 per cent. Total crude 
production amounted to 214.3 million metric tons, with 
Kuwait, Saudi Arabia, Iran, and Iraq accounting for 
196.7 million metric tons, and the remainder being 
produced by Qatar, the Neutral Zone, Egypt, Bahrein, 
Turkey, and Israel. 

The share of the Middle East in total world produc- 
tion rose from 20.2 per cent in 1957 to 24.2 per cent 
in 1958; all producing countries shared in the increase. 
The most rapid growth in production was in Iraq, 
reflecting the restoration of Iraq’s pipeline to Mediter- 
ranean ports to full capacity operation by mid-1958. 
Kuwait, with about one-third of total Middle East pro- 
duction and 7.6 per cent of world production, also 
showed substantial gains. Saudi Arabia, on the other 
hand, showed the smallest increase in both relative and 
absolute terms; its share in Middle East production fell 
from 19.8 per cent to 18.9 per cent, and its share in 
world production dropped from 6 per cent in 1956 to 
5.7 per cent in 1957 and 5.6 per cent in 1958. Iran 
continued its substantial and steady advance under the 
consortium arrangements. 

Estimates of crude reserves indicate a continued 
increase, but the rate of increase fell sharply, from 17 
per cent in 1957 to 2.7 per cent in 1958. Saudi Arabia, 
Iran, the Neutral Zone, and Qatar were responsible for 
most of the increase. Egypt’s reserves, although small 
when compared with total Middle East reserves, rose 
from 275 million barrels to 400 million barrels. 

In contrast to 1957, when prices of crude oil 
increased as a result of the Suez crisis, there were 
several decreases in crude prices in 1958. Mediterra- 
nean export prices were cut from $2.59 to $2.49 per 
barrel in February 1958, and Safaniya prices were 
reduced from $1.79 to $1.65 in September 1958. Med- 
iterranean prices are, of course, geared to changes in the 
differential between tanker and pipeline rates. 

Two Middle Eastern countries that have no refineries 
at present are expected to have refinery capacity within 
a year or two. The Jordan Oil Refinery Company has 
signed a contract with an Italian firm for the construc- 
tion by 1960 of a 6,400-barrel refinery located at Zerka 
(see this News Survey, Vol. XI, p. 146). Similarly, 
Syria has contracted with a Czechoslovak firm for a 
20,000-barrel refinery to be ready for operation in 
July 1959. The only major change in refinery capacity 
that occurred in 1958 was an expansion of 160,000 
barrels in the daily throughput of the refinery at Mina 
al Ahmadi in Kuwait. 
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Oil revenues accruing to the four major producers in 
the area rose in 1958 to $1,206.7 million, from $1,012.8 
million in 1957. The distribution was as follows: Ku- 
wait $415 million, Saudi Arabia $311 million, Iran 
$246 million, and Iraq $235 million. 


Source: Council for Middle Eastern Affairs, Inc., Mid- 
dle Eastern Affairs, Elmont, N.Y., May 1959. 


Cotton Policy in Egypt 


As from June 8, 1959, the premium paid on the 
proceeds of Egyptian cotton exports in transferable and 
convertible currencies has been fixed at 35 per cent for 
cotton of the 1958-59 crop and at 30 per cent for the 
1959-60 crop. The premium on sales of cotton of the 
earlier crop was 32% per cent during May. 

The acreage for the 1959-60 crop is now expected to 
total 1.68 million feddans, 0.21 million feddans less 
than in the 1958-59 season and almost back to the 
1956-57 level. The acreage of long-staple cotton is 
being reduced, while that of medium-staple cotton is 
comparatively large. 

The new production and pricing policies are designed 
to follow the pattern of world demand and to take into 
account the growing competition from the Sudan. 


Source: Middle East Economic Digest, London, Eng- 
land, June 12, 1959. 


Economic Developments in Israel 


In 1958, according to the Annual Report of the Bank 
of Israel, economic activity in Israel continued high, 
but inflationary pressure was somewhat less than in 
1957. The gross national product, at constant prices, 
rose by 8 per cent, primarily because of an increase of 
13 per cent in agricultural production and of 10 per 
cent in industrial production. Building activity was only 
moderately above the high level attained in the preced- 
ing year. Capital imports were about the same as in 
1957. 

Three fourths of the increase in real resources in 
1958 was absorbed by private consumption, which rose, 
on a per capita basis, by 7 per cent, or twice the rate 
of increase in 1957. The high level of private income 
resulted from more employment, higher wages, and 
increased transfer payments to individuals from the 
Government (exchange premiums) and from abroad 
(personal restitution from Germany). The population 
of Israel reached 2 million persons in 1958; net immi- 
gration was 15,000, compared with 62,000 in 1957. 

The net effect of operations of the entire public sector 
tended to increase effective demand. Expenditure of 
the Government itself was greater than in 1957, mainly 
because of higher premiums paid on the surrender of 
foreign exchange, the expansion of social services, and 
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the stockpiling of foodstuffs. The increase in expendi- 
ture was financed only in part from tax revenues; and 
long-term debts contracted abroad, as well as short-term 
credit to the Government from local sources, were 
greater than in 1957. 

The annual average of the means of payment rose by 
15 per cent, against an increase of about 20 per cent 
in other recent years. Government spending contributed 
less to the increase in 1958 than in 1957; bank credit 
to the private sector and an increase in foreign exchange 
reserves were more important expansionary factors. 
The Bank of Israel permitted a significant increase in 
credit to industry and agriculture through exemptions 
from the liquidity requirements of the commercial 
banks. Prices and wages rose only moderately; an 
important factor in the price movement was the decrease 
in import prices. 

The deficit in the balance of payments on current 
account in 1958 differed little from the 1957 deficit of 
something under I£350 million. The trade deficit 
decreased as a result of the fall in import prices; mer- 
chandise exports showed no gain. An increase in gov- 
ernment expenditure abroad on account of services 
was only partly offset by a rise in receipts from tourism, 
air transport, and shipping. Unilateral transfers from 
abroad remained practically the same as in 1957 but 
their composition was different: the percentage repre- 
senting receipts from personal restitution increased 
while that comprising reparation payments fell below 
the 1957 figure. Both long-term and short-term bor- 
rowing rose in 1958. 

Source: Business Diary, Haifa, Jerusalem, June 11, 
1959. 


Economic Agreement Between Lebanon and U.A.R. 

An agreement settling some of Lebanon’s outstanding 
economic problems with the United Arab Republic, and 
particularly with the Syrian Region, was signed in Cairo 
on June 7. The main problems that needed settlement 
were the restrictions on transit trade, which have limited 
the use of the Lebanese route not only for goods to and 
from Syria itself but also for Jordan’s and Iraq’s trade; 
the policy of directing a growing volume of Syria’s 
foreign trade to the port of Latakia instead of Beirut; 
and the status of Lebanese firms in both Regions of the 
U.A.R. The communiqué issued after the agreement 
was signed states that both parties will abide by the 
valid agreement between Lebanon and Syria relating 
to export duties and unified minimum tariffs. (This 
indicates that the Syrian authorities have agreed not to 
impose new restrictions on the Lebanese trade route, 
although Syrian regulations on the use of the port of 
Latakia for Syria’s foreign trade will presumably remain 
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in force.) Syrian merchants will be allowed to make 
use of Beirut’s free zone, and cooperation between all 
Arab free zones will be facilitated, provided that the 
prices of goods offered at the free zones are the same 
as in their places of origin, with transport costs being 
taken into account. The tolls levied in Syria on the 
movement of persons and private vehicles going to 
Lebanon will be cut by half (from LS 10 to LS 5 per 
person and from LS 50 to LS 25 per vehicle). Leba- 
nese agencies in Syria will continue their activities for 
another five years; after that period, these agencies must 
be transferred to U.A.R. nationals. Lebanese firms 
and individuals in Egypt will continue to transfer their 
profits and income to Lebanon. 

Source: Middle East Economic Digest, London, Eng- 

land, June 12, 1959. 


Council for Money and Credit in Lebanon 

The Lebanese Council of Ministers has approved the 
establishment of a Council for Money and Credit. Some 
of its main objectives are to take necessary measures 
to assure a sound monetary situation in the light of 
reports and statistics prepared for this purpose, to nego- 
tiate a modification of the agreement with the Bank of 
Syria and Lebanon (a French commercial bank vested 
with the right to issue banknotes in Lebanon), and to 
prepare the studies needed for the eventual establish- 
ment of a Lebanese central bank. The Council will have 
administrative independence, and its members are to be 
experts in financial matters. 
Source: Le Commerce du Levant, Beirut, Lebanon, 

June 3, 1959. 


Iraq's Import Licensing Policy 

Iraq’s recently established import licensing program 
for 1959 (see this News Survey, Vol. XI, p. 384) 
eliminates the differentiation between hard currency 
and soft currency areas as sources of imports—a dis- 
tinction that had been operative since 1941. Under the 
new program, imports are classified into three cate- 
gories, regardless of source, and licenses normally 
entitle holders to the foreign exchange necessary for 
imports. Commodities in the first category are restricted 
to limited allocations which are licensed against quotas 
at selected times during the year; and commodities in 
the second category are prohibited as being nonessential 
or for the protection of domestic industry. All other 
commodities are included in the third category for 
which allocations are unlimited and import license 
applications may be made at any time. 
Source: Department of Commerce, Foreign Commerce 

Weekly, Washington, D.C., June 15, 1959. 


Far East 


Government of India Loans 


The Government of India has announced the simul- 
taneous issue of two new loans totaling Rs 1.75 billion 
(US$367.5 million). One is a 4 per cent bond issued 
at par, repayable on July 1, 1979; the other is a 34% 
per cent bond, issued at 98.85 and repayable on July 1, 
1969. Interest payments will be liable to tax. 

Subscriptions to the loans may take the form of 
3 per cent Second Victory Loan bonds callable in 
1959-61, or 2% per cent Hyderabad Loan bonds call- 
able in 1954-59. If these conversion facilities are fully 
utilized, the net new resources made available by the 
new loans will be less than Rs 1 billion. 

Sources: The Times of India, Bombay, India, June 16, 
1959; The Financial Times, London, Eng- 
land, June 17, 1959. 


India’s Foreign Trade in 1959 


Indian exports during the first quarter of 1959 
amounted to Rs 1,355 million (US$285 million), com- 
pared with Rs 1,434 million ($301 million) in the first 
quarter of 1958. Owing mainly to the severe import 
restrictions, Indian imports declined from Rs 2,030 
million ($426 million) to Rs 1,921 million ($403 mil- 
lion) over the same period, so that the merchandise 
trade deficit fell from Rs 596 million ($125 million) 
to Rs 566 million ($119 million). 

India has recently exported about 5,000 tons of 
bauxite to Japan —the first such shipment to that 
country—and negotiations for a further shipment are 
reported to be in progress. In the past, India has 
exported sizable quantities of bauxite to Australia, 
China (Taiwan), and certain countries in Europe. 


Source: The Financial Times, London, England, 
June 10, 1959. 


United States 
U.S. Gold Sales 


Japan was the largest purchaser of U.S. gold in the 
first quarter of 1959, accounting for $50 million, or 
more than half, of total U.S. sales of $92.6 million. 
The next largest purchaser, the Netherlands, accounted 
for $30 million. Purchases of U.S. gold accelerated 
sharply during the second quarter; by mid-June, they 
amounted to about $300 million. 

Source: The Wall Street Journal, New York, N.Y., 
June 17, 1959. 
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U.S. Decision on Plywood Imports 


The U.S. Tariff Commission, for the second time in 
four years, has rejected a petition by the plywood indus- 
try that restrictions be imposed upon imports of hard- 
wood plywood. Between 1953 and 1958, these imports 
rose almost 30 per cent—from $49 million to $63 mil- 
lion. In rejecting the claims of the petitioners, the 
Commission concluded that larger imports have created 
a new market in the United States, rather than displac- 
ing an existing market. 

Source: The Journal of Commerce, New York, N.Y., 
June 23, 1959. 


Latin America 


Tax Reform in Cuba 


Tax legislation proposed in Cuba, under a compre- 
hensive program of fiscal reform prepared by the 
Ministry of Finance, greatly simplifies the tax structure 
by combining into 22 taxes the more than 150 taxes 
now in effect. The new tax structure would be divided 
into two groups, one including 13 new or modified 
taxes and the other including 9 taxes already in effect 
and not subject to substantial modification. 

The program also includes new laws on administra- 
tive procedures, a fiscal code, a new department to 
supervise fiscal matters, and authorization to commer- 
cial banks to receive tax payments. Direct taxation is 
emphasized, and severe penalties for tax evasion are 
provided. The program is expected to be approved by 
the Council of Ministers and the President of the 
Republic with no more than minor modifications and 
to become effective on July 1, the beginning of the 
1959-60 fiscal year. 


Source: Diario de la Marina, Havana, Cuba, May 31, 
1959. 


Agricultural Production in Peru 


Recent estimates indicate that the current cotton crop 
of Peru will be approximately 5 per cent less than last 
year’s crop. This is due to both the smaller acreage 
planted and to lower yields resulting in part from a 
plague that affected production in some of the central 
valley producing areas. Over-all rice production this 
year is considered satisfactory, despite a substantial 
reduction in the cultivated acreage in some areas. Pro- 
duction of wheat and also of barley is expected to be 
8-10 per cent less than last year. 

Source: La Prensa, Lima, Peru, June 11, 1959. 


Copper Industry in Chile 


Ore reserves of El Salvador, the Andes Copper 
Mining Company’s new mine in Chile, which came into 


INTERNATIONAL FINANCIAL NEWS SuRVEY, June 26, 1959 


operation on April 22, are estimated at 375 million 
tons, with a copper content of 1.6 per cent. The pro- 
duction capacity of the mine is estimated at 100,000 
tons of copper per year. 

According to press reports, the Government is con- 
sidering a proposal to place the Departamento del Cobre 
(Copper Department), the Caja de Crédito y Fomento 
Minero (Mining Credit and Development Fund), and 
the Empresa Nacional de Fundiciénes (National Foun- 
dry Enterprise) under one controlling body, in order 
to develop a coordinated policy for the industry. 
Source: Bank of London & South America, Fort- 

nightly Review, London, England, May 23, 
1959. 


Other Countries 
Security for Bank Advances in West Africa 


In a statement prepared for the annual meeting of 
the Bank of West Africa, the Chairman of the Bank 
drew attention to the difficulties that arise in satisfying 
the increased demands for bank advances which West 
African businessmen are now making as merchants and 
produce buyers. The West African land law frequently 
puts obstacles in the way of an African pledging as 
security his land and buildings. Such legislation, orig- 
inally designed to give protection against exploitation 
and to preserve local custom and tradition, has now, 
the Chairman said, outlived its usefulness, and the safe- 
guards have become shackles. Unlike his counterpart 
elsewhere, the African businessman is handicapped by 
finding his main or only asset virtually frozen and 
unable to be mobilized for the development of his 
business. The Chairman stated that the introduction 
of land registries and the replacement of the present 
intricate and uncertain laws by something like a uniform 
system of land tenure would be a boon to the African 
business community. 


Source: The Manchester Guardian, Manchester, Eng- 
land, June 3, 1959. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 
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